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7 DOCKET no. W-01865A-07-0384

8

IN THE MATTER OF APPLICATION OF THE
GROOM CREEK WATER USER ASSOCIATION
FOR APPROVAL OF FINANCING.

9 DOCKET no. W-01865A-07-0385

10

IN THE MATTER OF APPLICATION OF THE
GROOM CREEK WATER USER ASSOCIATION
FOR A PERMANENT RATE INCREASE. STAFF'S POST-HEARING

UPDATE
11

12 On June 25, 2007, the Groom Creek Water User Association ("Groom Creek" or "Company")

13 filed an application requesting Arizona Corporation Commission ("ACC" "Commission") approval

14 of a rate increase.

On the same date, Groom Creek filed a financing application in Docket No. W-01865A-07-15

16 0384.

17 On November 30, 2007, the ACC Hearing Division issued a Procedural Order consolidating

18 the matters.

19

20

21

22

On May 15, 2008, a full public hearing commenced in the combined matters. A second day

of hearing took place on July 21 , 2008. At the conclusion of the hearing, Staff was directed to docket

late-tiled exhibits related to testimony provided at the hearing.

On July 30, 2008, the Hearing Division issued a Procedural Order directing Staff to tile, on or

23

24

25

26

before August 15, 2008:
- a late-filed exhibit showing the corrections made at hearing to the Supplemental

Staff Report, and
an analysis and recommendation of the additional revenues needed by Groom
Creek, if the Commission authorizes financing in the amount of $1.8 million,
including supporting schedules.

27

28

Staff hereby files the exhibits directed at hearing and in the July 30 Procedural Order.

The Groom Creek water system has been plagued in recent years by a series of breaks in the
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asbestos-concrete composite pipes that comprise much of its infrastructure. The related repairs have

been expensive in and of themselves, but Yavapai County's announcement of its plans to pave the

roads in the Groom Creek area has raised concerns that the cost to repair the aging mains would be

higher still, thereafter. With that in mind, Groom Creek filed an application for financing intended to

replace the asbestos concrete pipes with safer, more reliable, PVC pipe and to do so before Yavapai

County paved the road under which the Groom Creek pipes run.

In its application, the Company provided a detailed list of projects it intended to complete in

order to overhaul its entire system. Because the total amount of financing needed for the entire list

was prohibitive, the list was eventually narrowed down to a series of "phase one" prob ects that Groom

Creek needed to complete before the roads were paved. The Company proposed a financing and

associated rate increase it believed would accomplish the goal.

On July 8, 2008, Staff docketed its Supplemental Staff Report. Staff evaluated the application

and determined that financing in the amount of $1.6 million, together with a rate increase to service

the additional debt, was sufficient to pay for all of the projects on Groom Creek's phase one list.

At hearing, however, there was discussion of the need to account for future fire flow within

the initial list of projects. Staff's analysis, however, had not presented this alternative. As a result,

Staff was asked to provide the alternative amounts for the Hearing Division's consideration.

As a fundamental consideration, regardless of the loan amount, Groom Creek will need to

have revenue sufficient to pay back the principal and interest associated with the loan. However, as

discussed in the testimony at hearing, Groom Creek will be financing its projects through loans from

the Water Infrastructure Financing Authority ("WIFA"). To qualify for a WIFA loan, WIFA requires

companies not just to pay back the principal, but to put additional money into a "set-aside" account,

which will require additional revenue. And finally, to qualify for the loan, WIFA requires

Companies to maintain a Debt Service Coverage ("DSC") ratio of 1.20. To be sure the Company has

a "cushion" to comply with the WIFA requirements, Staff set a "target" DSC of 1.25, and provided

for revenue accordingly.

Staff calculated that Groom Creek would require total revenues of $222,369, to service a $1.6

million, 20-year loan with a 1.25 DSC, and provide for the set-aside account, as shown in the
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15 Financing' ' ,

16

Supplemental Staff Repor t ,  Schedule BCA-6.  At tached as Late Fi led Exh ibi ts 1-4 are the schedules

reflecting the changes needed to service the higher  loan amount.

Debt  service on  a  20-year ,  $1.8 mi l l ion  loan ,  r esul t s  in  a  need for  a  tota l  ta rget  r evenue of

$241,765,  as sh own  in  a t tach ed La te Fi led Exh ibi t  A. La te Fi led Exh ibi t  B a l so sh ows th i s  tota l

target revenue,  and reflects the changes to Groom Creek's overall  capital  structure resulting from the

h igh er  loan  amoun t .  La te Fi led Exh ibi t  C r eflect s  th e r a te design  n ecessar y to r each  Sta ffs  t a r get

revenue.  Late Fi led Exhibi t  D reflects the changes to the average customer  bi l l  that  wil l  resul t  from

the rate increase necessary to service the proposed $1 .8 million loan.

At hearing, Staff engineer Marlin Scott,  Jr . ,  testified that in light of new information regarding

the Company's backflow prevention tar iff,  h is engineer ing analysis,  Attachment A to the Staff Repor t

and Supplemen ta l  Staff Repor t ,  would need to be modified.  Mr .  Scot t  test i fied as to the necessary

changes and Staff hereby provides a  copy of Mr .  Scot t ' s amended engineer ing analysis,  a t tached as

Exhibit E, which simply replaces the previous version in its entirety.

Staff's only correction  to the Supplemental  Staff Repor t  corrects a typographical  er ror ,  which

appear s on  page l l .  Under  the heading "Conclusions and Recommendat ions ._ the first

sentence of the second paragraph states that Staff recommends that the Commission author ize Groom

17 Creek to obtain  "an 18- to 22- year" amortizing loan. as The appropr iate term should read "an 18- to

19

20

21

22

23

18 30- year" amortizing loan.

Finally,  at  the conclusion of the hear ing,  the Hear ing Division  requested an  update regarding

th e n umber  of customer  commen ts th e Con sumer  Ser vices Sect ion  h ad r eceived r egar din g Gr oom

Creek's proposed rate increase.  Attached as Exhibit  F is a  summary of the updated information .  The

upda ted summar y r eflect s  th a t  five addi t ion a l  opin ion s h ad been  t i l ed  s in ce th e fi r s t  summar y of

consumer  information had been provided.
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RESPECTFULLY SUBMITTED this 15th day of August, 2008.1
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By .
Evin O.'T91>re§

At tomeyylega l  Divi s ion
1200 West Wasjrfington
Ph oe x .  Ar i zon a  85007

(602)  5423402

11 Original and fifteen (15) copies of the foregoing
filed this 15th day of August, 2008, with:
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Docket Control
Ar izona Corporat ion  Commission
1200 West  Washington
Phoenix,  Ar izona 85007

15 Copy of the foregoing mailed this
15 day of August, 2008, to:
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Jerry D. Hodgson, President
Groom Creek Water  Users Associat ion
4209 South  Adeline Dr ive
Prescot t ,  Ar izona 85303
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Jonathan  S.  Hoover
1615 Palmcroft  Drive,  SE
Phoen ix,  Ar izona 85007-1735
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John and Marian Cree
1016 East Wagon Wheel Drive
Prescott, Arizona 86303
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24

Patty Berry
8332 n .  16"'  Street
Phoen ix,  Ar izona 85020

25

26

Mary E. Turbyfill
4168 Stagecoach Road
Prescott, Arizona 86303
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Marj Erie Navarro
1074 East Wagon Wheel Drive
Prescott, Arizona 86303
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Adjusted

Company
as

Filed

$60,993
0

1,230

$55,902
0

1,230

$$151,316
0
0

240,535
0

1 ,230

$57,132 $62,223 $151,316
.

. x v r . .. .....

$241 65,7
v ; e .

DA
. + e x

.
.

$42,161
863

2,502
0

$35,373
4,871
2,502
1,578

$42,161
863

2,502
0

$35,373
4,871
2,502
1,578

$44,324 $45,526 $45,52t8;$44,324

$60,018 $31,757

21.34% 52.58%

2.24 0.18

1.21 0.19

22.42% 26.83%

$60,018 $31 ,757

178.27% 617.94%

1.13 2.08

0.70 1 .25

70.71% 81.17%

Groom Creek Water Users Association
Docket No. W-01865A-07-0-85 & 07-0384
Test Year Ended December 31, 2006

Late Filed Exhibit A

Reflects Revenue Requirement For a $1.8 Million, 20-year, 4.9 Percent Loan and 1.25 DSC

-- Present Rates -- ~- Proposed Rates --

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses:
Operation and Maintenance
Depreciation
Property & Other Taxes
income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D.

Rate of Return - O.C.L.D.

Times Interest Earned Ratio (Pre-Tax)

Debt Service Coverage Ratio (Pre-Tax)

Operating Margin

noTEs; 1. The times interest earned ratio (TIER) represents the ability of the
Company to pay interest expenses before taxes.

2. Operating Margin represents the proportion of funds available to
pay interest and other below the line or non-ratemaking expenses.
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Groom Creek Water Users Association
Docket No. W-01865A.07-0-85 & 07-0384
Test Year Ended December 31, 2006
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Late Filed Exhibit B

Staff Adjusted Test Year and Recommended Revenue Reflecting
the Effects of a $1.8 Million Debt'

INCOME STATEMENT

Test Year Pro Forma

$62,223 241,765Operating Revenue:
Operating Expenses:
Purchased Water/Pumping Power
Admin. & General
Maintenance & Testing
Depreciation (d)
Property Taxes
Other taxes

Total Operating Expense

$3,451
$33,012
$5,698

$863
$2,502

0
$45,526

$3,451
33,012
5,698

863
2,502

0

$45,526

Pre-Tax Operating Income (a) $16,697 $196,238

Interest Expense (b) 7,463 94,410

Pre-Tax Net Income $9,234 $101,828

Principal Repayment (c)
Reserve/Replacement Deposit (e)

$7,003
0

63,270
28,643

2.24 2.08
TIER (Times Interest Earned Ratio)

(a) + (b)
DSC

1(8) + (d)] ~z- [(b) + (0)] 1.21 1.25

CAPITAL STRUCTURE

Short-term Debt $7,003 3.7% $ 63,269.92 3.2%

Long-term Debt $145,438 77.8% $1,889,171 95.1%

Common Equity $34,380 18.4% $34,380 1 .7%

Total Capital $186,821 100.0% $1 ,986,821 100.0%

1 Twenty-year amortizing Ioanat4.9 percent per annum.

v
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Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Late Filed Exhibit C
Page 1 of 4

Present

Rates

-Proposed Rates-

Association
$42.00

N/A
N/A
N/A8
N/A .
N/A
N/A 1
N/A

StaffMonthly Usage Charge
5/8" x 3/4" Meter

3/4" Meter
1" Meter

1 W' Meter
2" Meter
3" Meter
4" Meter
6" Meter

$14.00
17.25
28.75
57.50
92.00

172.50
287.50
575.00

Gallons in Minimum 0.00 1 ,000

Comoanv Current & Staff Recommended 5/8 X 3/4-inch Meters
First Tier - 0 - 3,000 gallons 3.00
Second Tier - 3,001 - 6,000 gallons 3.50
Third Tier - 6,001 .. 10,000 gallons 4.00
Fourth Tier - Over 10,000 gallons 8.00
Comoanv Proposed 5/8 X 3/4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Companv Current & Staff Recommended 3/4-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Comoanv Proposed 3/4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons

5.50
8.00

10.00
12.00

Companv Current 1-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons

3.00
3.50
4.00
8.00



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Late Filed Exhibit C
Page 2 of 4

Present -Proposed Rates-
Rates Association StaffMonthly Usage Charge

Comoanv Proposed 1-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 .. 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 1-inch Meters
First Tier - 0 - 12,000 gallons
Second Tier - Over 12,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Companv Current 1.5-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 1.5-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 1.5-inch Meters
First Tier - 0 - 18,000 gallons
Second Tier - Over - 18,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Comoanv Current 2-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Comoanv Proposed 2-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 2-inch Meters
First Tier - 0 - 25,000 gallons
Second Tier - Over - 25,000 gallons

5.50
a.00

10.00
12.00



Groom Creek Water Users Association
Docket No. W-01865A-07-0-85 & 07-0384
Test Year Ended December 31, 2006

Late Filed Exhibit C
Page 3 of 4

Present -Proposed Rates-
Rates Association Staff

3.00
3.50
4.00
8.00

Monthly Usage Charge
Companv Current 3-inch Meters
First Tier 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
ComDanv Proposed 3-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 .. 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 3-inch Meters
First Tier - 0 - 43,000 gallons
Second Tier - Over »43,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Companv Current 4-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier _ 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 4-inch Meters
First Tier - 0 - 63,000 gallons
Second Tier - Over - 63,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
a.00

Comoanv Current 6-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Companv Proposed 6-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 6-inch Meters
First Tier - 0 - 123,000 gallons
Second Tier - Qver - 123,000 gallons

5.50
8.00

10.00
12.00



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 a 07-0384
Test Year Ended December 31, 2006

Late Filed Exhibit C
Page 4 of 4

------Association's------
Present Proposed

Rates Charges
$7,500.00

N/A

Service Line and Meter Installation Charges
5/8" X 3/4" Meter

3/4" Meter
1" Meter

1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

$450.00
515.00
590.00
820.00

1,380.00
1 ,935.00
3,030.00
5,535.00

N/A
N/A8
N/A §
N/A §
N/A
N/A

-Staff Recommended--
Sewice Line Meter

Charges Charges
$ 300.00

380.00
420.00
630.00

1,130.00
1,635.00
2,515.00
4,710.00

Total
Charges

$2,000.00
2,080.00
2, 170.00
2,415.00
3,075.00
3,755.00
5,000.00
7,755.00

$10.00
0.00

10.00
7.50

$75.00
0.00

50.00
25.00

*

*

Service Charges
Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Meter Test (if Correct)
Deposit
Deposit Interest Per Annum
Re-Establishment (Within 12 Months)
NSF Check
Deferred Payment - Per Month
Meter Re-Read (If Correct)
Late Payment Charge-Per Month

14.00
25.00
5.00
5.00
0.00

75.00
40.00
10.00

25.00
10.00

= < ?

Monthly Service Charge for Fire Sprinkler
4" or Smaller
6"
8"

10"
Larger than 10"

$0.00
0.00
0.00
0.00
0.00

$0.00
0.00
0.00
0.00
0.00

1
i

Per Commission Rules (R14-2-403.B)
Months off system times the minimum (R14-2-403.D)
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.

1 Provides revenue to support issuance of a 20-year amortizing, 4.9 percent per annum loan.
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Groom Creek Water Users Association
Docket No. W-01865A-07-0385
Test Year Ended December 31 , 2006

Average Usage

Company Proposed

Average Usage

Median Usage

Staff Recommend

Median Usage

Gallons
Consumption

0
1 ,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

Average Number of Customers: 228

General Service 5/8 x 3/4 - Inch Meter

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

$14.00
17.00
20.00
23.00
26.50
30.00
33.50
37.50
41 .50
45.50
49.50
89.50

129.50
169.50
369.50
569.50
759.50
969.50

1,169.50
1,369.50
1,569.50

Gallons

Present
Rates

2,433

2 433

1 532

1 532

Company
Proposed

Rates

$42.00
42.00
47.50
53.00
58.50
64.00
69.50
77.50
85.50
93.50

101 .50
151 .50
201 .50
261 .50
561 .50
861 .50

1,161 .50
1,461 .50
1,751 .50
2,061 .50
2,361 .50

Present
Rates

$21 .30

$18.60

$21 .30

$18.60

Proposed
Rates

$49.88

$44.93

$72.39

$83.20

.: .3583

58938585

200.0%
147.1%§
13775%§§
130.4%==
120.8%
113.3%
107.5% 11
100.7%..
106.0%8£.
105.5%3
105.1%=

50.5%

Prezposed

Dollar
Increase

$28.58

$26.33

$61 .90

$53.79

$54 GO

739 of
568 of

529  0

Late Filed Exhibit D
Page 1 of 1

'78 C10
66 of

3329

67

9 GO
GO

40

46
60

of
GQ

Percent
Increase

%
Increase

290.6%

289.2%

141.6%

134.2%

285.7%
288.2%
290.0%
291 .3%
294.0%
296.0%
297.6%
301 .1 %
303.9%
306.2%
308. 1 %
325.7%
332.4%
336.0%
342.2%
344.1 %
345.0%
345.5%
345.8%
346.1 %
346.3%

1 Provides revenue to support issuance of a 20-year amortizing, 4.9 percent per annum loan.

1

1

2
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KA

Attachment A

L
CORRECTED/REVISED Engineering Report
for Groom Creek Water Users Association

Docket No. W-01865A-07-0385 (Rates)

Marlin Scott, Jr. 449
Utilities Engineer

1
July 31,2008

CONCLUSIONS

Groom Creek Water Users Association ("Association") has a water loss of 7%, which is
below the targeted 10% level.

B. The Association system's current two well source and storage capacities are adequate to
serve its present customer base and reasonable growth.

c. The Arizona Department of Environmental Quality ("ADEQ") reported no deficiencies
and has determined that the Association's system, PWS #13-040 is currently delivering
water that meets the water quality standards required by Arizona Administrative Code,
Title 18, Chapter 4.

The Association reported its arsenic concentration for its two wells at less than l part per
billion ("ppb"). Based on this arsenic concentration, the Association is in compliance
with the new arsenic standard of 10 ppb.

E. The Association is not located in an Active Management Area ("AMA") and therefore, is
not subject to any AMA reporting and conservation requirements.

The Association has no delinquent Commission compliance issues.

The Association has an approved curtailment tariff that became effective on May 25,
2005.

The Association has an approved backflow prevention tariff that became effective on
March 16, 2008.

RECOMMENDATIONS

D.

F.

H.

G.

A.

1. Staff recommends an annual water testing expense of $1,956 be used for purposes of this
application and further recommends that the remaining $252 of the reported $2,208 be
classified as part of the water operator's fee.

By:



Groom Creek Water Users Association
Docket No. W-01865A-07-0385
Page 2

2. Staff recommends that the Association use Staff's depreciation rates delineated in Table
B.

h

3. Staff recommends approval of Staff's Service
delineated in Table C.

Line and Meter Installation Charges as



Groom Creek Water Users Association
Docket No. W-01865A-07-0385
Page 3
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Plant Items

I Casing Size

Well #1 Well #2

8-inch 6-inch

| Casing Depth 190 ft. 240 ft.

Submersible Pump 3-Hp 2-Hp

Pumping Rate

Booster Pumps

45 GPM 25 GPM

Liquid Liquid

1-1/2" x 2" 1-1/2" x 2"

Two 44,000 gal. 5,000 gal.
Two 5-Hp 5-Hp

IPressure Tanks 3,000 gal. Two 75 gal.

Chain Link Fencing 60 ft. x 60 ft. 40 ft. x 40 ft.

I Generator 15 kW propane

Chlorination

Meter Size

Storage Tanks

Diameter Material
n - .-_...._--. - n

Length
- .- . . . n .._. _4 - -

3-inch Ttangite 2,950 ft.

4-inch Transite 8,200 ft.

5-inch Transite 2,050 ft.
5,650 ft.6-inch Transite

I
I Total: 18,850 ft.

Groom Creek Water Users Association
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A.  LO CATIO N O F ASSO CIATIO N

Groom Creek Water Users Association ("Association") serves a community located
approximately five miles south of Prescott. Figure 1 shows the location of the Association
within Yavapai County and Figure 2 shows the certificated area covering approximately 1/8
square-mile or 80 acres.

B. DESCRIPTION OF THE WATER SYSTEM

The water  system was field in spected on  August  21,  2007,  by Mar l in  Scot t ,  Jr . ,  Staff Ut i l i t ies
En gin eer ,  in  th e accompan imen t  of Jer r y Hodgson ,  Pr esiden t  of th e Associa t ion .  Th e cur r en t
s ys t em  con s i s t s  of  t wo we l l  s i t e s ,  t wo boos t e r  s ys t em s  a n d  a  d i s t r i bu t i on  s ys t em  s e r v i n g
appr oximately 225 customer s .  A system sch emat ic i s  sh own  as  Figur e 3  an d a  deta i l ed  p lan t
facility listing is as follows:

Table 1. Well Sites

Table 2. Water Mains



Size Quantity

5/8 x 3/4-inch 225

3/4-inch

1- inch

1- 1/2-inch

2-inch

Total : 225
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r 1638 HOLIIJAY 1m.1.s WATER COMPANY

2197 Hm m m  f r WATER SYSTEM ,  INC.

ICE w m a USERS ASSOCIATION

r 2624 m cHAlz:Ls RANCH WAlFR USERS ASSiOCIAll(JN

r 2651 Jv w lrna WELLS WATER coal;pAny

r 1557 LAKE VERDE WATER COMPANY

2192 \ u1'n.1a PARK WATER com raxw , INC.

2245 LOM A ESTATES WATER corAm ,  L I E

MEAIIJCIIW WATER COMPANY

f  4254 \ m on11:zum A luw zocx WATER CUM PANY,  u. c

I 4304 \ OAK CREEK PUBLIC SERVICE, ac

OAK CREEK WATER COMPANY no. 1

PEEPIIIS 'VALLEY WATER conuww

a m MNE VAI.:LEY WATER COMPANY

nuwnow runes, INC.

3449 \ SEDONA VENTURE (mc OPERAI1NG LTI) PARTNEKSHIP)

I 33sa SEVEN CANYONS WATER comp.\n1r

1671 SHERMAN runs WATER comramr

2372 VERDE LAKES WAIER CORPORATION

2369 WALDEN 1vn@.Anows COI\rl]\rIUNII!' COOI'ERAIlVE

I 416] wnxrs HORSE RANCH OVYNERS ASSOCIATION, INC.

: 2065 W[l.JIOIT wATER compAlw, INC.

( 2255 YARNELI. WATER IMIPROVEIHEWT ASSOCIATION

ABRA WATER cotum lw ,  INC.

Aw uam on uxss WATER cona1»»1~zy

APTALOGSA wA1En CGMPANY

AHIZDNA WATER C(JMl'AN'k

Asznroma nsvnzoxmrm ASSOCIATION, me

3476 \ BN LEASING CDRPORATIDN

BIG PARK WATER COMPANY

I 2510 '| nownon CANYON Er~acmnTnm\1r HOMEOWNERS ASSOC.

1049 BRADSHAW MOUNTAIN vnsw WATER connvuw

r 2476 \ BRADSHAW WATER COMPANY, INC.

r 1419 i CAMPs*El\DE WATER SYSTEM

I 3994 i CDC VVICKIENBIJIIG WATER, Lu:

Ls.-1=2J claw MEADOWS ll WATER con»:pAny, INC.

1559 C0l.I)\1\ ATER CANYON wxmn CDMPANY

2060 I CORDES XAKES WATER COMPANY

r 4131 i CROSS CREEK RANCH wfmzn COMPANY

ossa \ CRCFWN KING WATER COMPANY, INC.

1384 DELUS WATER comrA1~ay, INC.

DIAMOND YALLEY WATER USERS ASSDCIATION

l 4120 GRAND CANYON CAVERNS AND lT*N» LLC

4 9 2 2 ) GRANITE DELLS WATEN COMPANY

r 2467 \ GnA\r1rr: MOUNTAIN WATER CUMPANY, INC.

I 2539 ! GRANITE OAKS WATEII USERS ASSOCIATION

I 1865 GROOM CREEK wA115n USERS ASSOCIATION
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Table 3. Customer Meters

I

J

Figure 1.Yavapai County Map
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Figure 2. Certificated Area
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Wellsite #1.
Wel 8 x 190 w/3 Hp sub. @ 45 GPM
Two 44,000 gallon storage tanks
Two 5 Hp booster pumps
3,000 gallon pressure tank

L

4

.» Well #1
4 3 1

. ~ :

3 »

4
4Distribution System

>

Wellsite #2.
Wel 6 x 240 w/ 2 Hp sub @ 25 GPM
5,000 gallon storage tank
5 HP booster pump
Two 75 gallon bladder tanks

Well #2

4 l0
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Figure 3. System Schematic
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c. WATER USE

Water Sold

Figure 4 represents the water consumption data for the test year 2006. The actual consumption
was low due to usage reflected primarily by only 40 percent of the customers being full-time
residences. A high monthly usage of 123 gallons per day ("GPD") per connection in June and a
low monthly water use of 55 GPD per connection in March were experienced, for an average
monthly use of 79 GPD per connection.

Figure 4. Water Use

Non-Account Water

Non-account water should be 10% or less. The Association reported 7,022,450 gallons of w.aler
pumped and 6,535,780 gallons of water sold, resulting in a water loss of 7%. This 7% is below
Staff's recommended level of 10% .

Svstem Analysis

The system's current two source well capacity totaling 70 GPM and 93,000 gallons of storage
capacity is adequate to serve approximately 320 service connections. The system currently has
225 connections. Therefore, this system can adequately serve its current customer base and
reasonable growth.
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D. GROWTH

Based on customer data obtained from the Association's Annual Reports, it is projected that the
Association could have approximately 235 customers by 2011. Figure 5 depicts actual growth
from 1991 to 2006 and projects an estimated growth for the next five years using linear
regression analysis.

+ Groom Creek -Linear (Groom Creek

Figure 5. Growth Projection

E. ARIZONA DEPARTMENT OF ENVIRGNMENTAL QUALITY ("ADEQ")
CGMPLIANCE

Compliance

According to an ADEQ Compliance Status Report, dated June 12, 2007, that was submitted with
the rate application, ADEQ reported no deficiencies and has determined that the Association's
system, PWS #13-040, is currently delivering water that meets the water quality standards
required by Arizona Administrative Code, Title 18, Chapter 4.

Water Testing Expense

The Association is subject to mandatory participation in the Monitoring Assistance Program
("MAP"). Starting January 1, 2002, water companies paid a fixed $250 per year fee, plus an



Monitoring
(Tests per 3 years, unless noted.)

Cost per
test

No. of
tests

Annual
Cost

Total coliform .- monthly $69 12 $828

Inorganics - Priority Pollutants MAP MAP MAP

Radiochemical - per 4 years MAP MAP MAP

Phase II and V:

Nitrate - annual $55 2 $110

Nitrite - once per period MAP MAP MAP

Asbestos - per 9 years MAP MAP MAP

MAP - IOns, SOCs, & VOCs MAP MAP ##$831

Lead & Copper - per 3 years $45 5 $75

D/DBP:
iI TTHM/HH5 _ per 3 years $335 1 $112

Total
I

$1,956

Groom Creek Water Users Association
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additional fee of $2.57 per service connection, regardless of meter size for participation in MAP.
Participation in the MAP program is mandatory for water systems, which serve less than 10,000
persons (approximately 3,300 service connections).

The Association reported its water testing expense at $2,208 during the test year by combining
water testing costs and a portion of water operator's fees. Staff has reviewed these expenses and
has recalculated the annual expense by adding the omitted monitoring requirements for lead &
copper and Disinfection/Disinfection By-Product ("D/DBP"). Annual D/DBP monitor ing
applies to any public water system that adds a halogenated disinfectant during the treatment
process. The Association chlorinates its wells and therefore, is required to monitor for D/DBP.
Table A shows Staff's adjusted annual monitoring expense estimate of $1,956 with participation
in the MAP.

Table A. Water Testing Cost

## Note: ADEQ - MAP invoice for the 2007 Calendar Year is $830.82

Staff recommends an annual water  test ing expense of $1,956 be used for  purposes of this
application and further recommends that the remaining $252 of the reported $2,208 be classified
as part of the water operator's fee.



i NARUC
Acct. No.

I

Depreciable Plant
Average

Service Life
(Years)

Annual
Accrual
Rate (%)

2.50

!..

364 Structures & Improvements 30
I
i 305 Collecting & Impounding Reservoirs 40
i 306 Lake, River, Canal Intakes 40

307 Wells & Springs 30
I

s

3.33

6.67

2.00

i
I 308 Infiltration Galleries 15
I

309 Raw Water Supply Mains 50

3.33

2.50

2.50

3.33
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Arsenic

The Association repor ted i ts arsenic concentration for  i ts two wells at  less Dian 1 pan per  bil l ion
("PPb"). Based on  th i s  a r sen ic con cen t r a t ion ,  th e Associa t ion  i s  in  compl ian ce wi th  th e n ew
arsenic standard of 10 ppb.

F. ARIZONA DEPARTMENT OF WATER RESOURCES COMPLIANCE

The Association is not located in an Active Management Area ("AMA") and therefore, is not
subject to any AMA reporting and conservation requirements .

G.  ARIZONA CORPORATION COMMISSION COMPLIANCE

A check with the Utilit ies Division Compliance Section showed no delinquent Commission
compliance issues for the Association.

H. DEPRECIATION RATES

The Associa t ion  has been  using a  deprecia t ion  r a te of 5 .00% in  every Nat ional  Associa t ion  of
Regulatory Uti l i ty Commissioners ("NARUC") plan t  category.  In  recent  orders,  the Commission
has been  sh ift ing away from the use of composi te rates in  favor  of individual  depreciat ion  rates
by N A RUC  c a t e g or y. ( F or  e x a m p l e ,  a  u n i fo r m  5 %  c om p os i t e  r a t e  wou l d  n o t  r e a l l y be
appropr ia te for  ei ther  veh icles or  t r ansmission  mains and instead,  di fferen t  specific r et i r ement
rates should be used.)

Staff has developed typical and customary depreciation rates within a range of anticipated
equipment life. These rates are presented in Table B and it is recommended that the Association
use depreciation rates by individual NARUC category on a going-forward basis.

Table B. Depreciation Rates



310 Power Generation Equipment 20 5.00

311 Pumping Equipment 8 12.5

320 Water Treatment Equipment

320.1 Water Treatment Plants 30 3.33

320.2 Solution Chemical Feeders 5 20.0

330 Distribution Reservoirs & Standpipes

330.1 Storage Tanks 45 2.22

330.2 Pressure 20 5.00

331 Transmission & Distribution Mains 50 2.00

333 Services 30 3.33

334 Meters 12 8.33

335 Hydrants 50 2.00

336 Backflow Prevention Devices 15 6.67

339 Other Plant & Misc Equipment 15 6.67

340 Office Furniture & Equipment 15 6.67

340. 1 Computers & Software 5 20.00

341 Transportation Equipment 5 20.00 I

5.00

342 Stores Equipment 25

343 Tools, Shop & Garage Equipment 20

344 Laboratory Equipment 10 10.00

345 Power Operated Equipment 20 5.00

346 Communication Equipment 10 10.00

347 Miscellaneous Equipment 10 10.00 i
I

348 Other Tangible Plant i_nm--

Groom Creek Water  Users Associat ion
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NOTES :

These depreciation rates represent average expected rates. Water companies may
experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water.

Acct. 348, Other Tangible Plant may vary from 5% co 50%. The depreciation rate would
be set in accordance with the specific capital items in this account.

1. O T H E R  I S S U E S

l a . Service Line and Meter Installation Charges

The Association  has requested a change to i ts service l ine and meter  instal lat ion  charge for  only
th e 5/8  x  3/4- in ch  meter . Th e Associa t ion  h as r equested a  $2,000 ch ar ge for  th i s  meter  s ize
based on recent contractor  charges the Association  has exper ienced.  The installat ion  charges are

2.

1.



Meter Size
Association's

Current
Charges

Recommended
Service Line

Charges

Recommended
Meter

Charges

1
I

I
I
lI

Recommended
Total Charges

5/8 x 3/4-inch $450 $300 I$2,000

3/4-inch $515 $1 ,700 $380 $2,080
i

1-inch $590 $1,750 $420 $2,170

1-1/2-inch $820 $1,785 $630 $2,415
I

!
I

2-inch $1,380 $1,130 $3,075 i

I

3-inch $1,935 $1,635 $3,755
4-inch $3,030 $2,515 I$5,000
6-inch $5,535 $3,045 $4,710 I$7,755

$1,945

$2,120

$2,485

Groom Creek Water Users Association
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refundable advances. The Association's requested charge is not within Staff's customary range
of charges for a 5/8 x 3/4-inch meter.

To support its request, the Association submitted on March 12, 2008, documents for, a)
contractor's backhoe and operator's fees, b) mobilization cost, c) plumber's fee, d) material costs
and e) County permit fees. In addition, the Association noted that its water mains were located in
die center of the roads, which would make the installation charges uniform (no short installation
versus long installation). Based on the submitted documents and Staff's review, the Association
has justified its requested charge. Therefore, Staff will adopt the Association's requested charge
of $2,000 for a 5/8 x 3/4-inch meter. Staff further recommends graduating the installation
charges for larger meter sizes based on $2,000 for the 5/8 x 3/4-inch meter.

Since the Association may at times install meters on existing service lines, it would be
appropriate for some customers to only be charged for the meter installation. Therefore, Staff
recommends approval of its charges as shown in Table C below, with separate installation
charges for the service line and meter installations.

Table C. Service Line and Meter Installation Charges

lb. Impact Fee/Off~Site Facilities Hook-Up Fee

In its initial rate filing, the Association requested a $7,500 impact fee for new service
connections for only a 5/8 x 3/4-inch meter installation. According to the Association, the
amount of this impact fee was "taken out of the air". Staff has reviewed this impact fee request
and considers it similar to an Off-Site Facilities Hook-Up Fee ("HUF"). In this case, due to
minimal growth (2 new service connections per year) and limited total, potential growth (43
unoccupied lots remaining), it is Staff's opinion that this Association is not a good candidate for
a HUF.



Y
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2. Curtailment Tariff

The Association has an approved curtailment tariff that became effective on May 25, 2005 .

3. Backflow Prevention Tariff

The Association has an approved backflow prevention tariff that became effective on March 16,
2008.
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MEMQRANDUMUPDATE

Kevin Torrey
Attorney
Utilities Division

Public Utilities Consumer Analyst II
Utilities Division

FROM: Alfonso Amezcua~A ~l-\

THRU : Connie Walczak
Consumer Services Manager
Utilities Division

DATE: July 25, 2008

RE: Groom Creek Water Users Association
Docket No. W-01865A-07-0385

A research of the Consumer Services database prior to July 2, 2008, revealed 32
opinions were filed opposed to the proposed rate case and 67 were filed in favor for a
total of 99.

Currently there are 33 opposed to the proposed rate case and 71 in favor for a total
of 104.

A total of eight customer complaints have been filed. All complaints have been
resolved and closed.

TO:

File


